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SUBJECT: CATERPILLAR CONCERN OVER FORCE MAJEURE AND 
ARBITRATION CLAUSES 
REF: HONG KONG 0529 

1. DEPARTMENT, COMMERCE AND NCUSCT UNAWARE OF ANY PRC 
CONTRACT WITH US OR FOREIGN FIRM WHICH INCLUDES STRIKES 
OR LABOR UNREST UNDER FORCE MAJEURE CLAUSE. IN FEW CASES 
OF WHICH WE AWARE IN WHICH COMPANIES HAVE PRESSED ON THIS 
POINT, THEY HAVE BEEN UNSUCCESSFUL. WE DOUBT THAT 
CATERPILLAR WILL SUCCEED IN OBTAINING IT EITHER (PRC 
OBJECTIONS ARE APPARENTLY FIRMLY GROUNDED IN OBVIOUS 
IDEOLOGICAL CONSIDERATIONS). 


2. A NUMBER OF US FIRMS HAVE CLAUSES IN THEIR CONTRACTS 
WITH PRC CALLING FOR ARBITRATION IN A THIRD COUNTRY 
(USUALLY SWEDEN OR SWITZERLAND-AND, IN ONE RECENT CASE, 
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CANADA) UNDER THE ARBITRATION RULES OF THAT COUNTRY IN 
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THE EVENT THAT FRIENDLY DISCUSSIONS BETWEEN THE PARTIES" 
ARE UNSUCCESSFUL IN RESOLVING CONTRACT DISPUTES. WE ARE 
UNAWARE OF ANY CASE IN WHICH ANY DISPUTE HAS ACTUALLY 
BEEN FORCED INTO ARBITRATION. RUSH 
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